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Key messages

v Growth in developing Asia steady at 5.7% in 2016 and
2017, despite global headwinds

o PRC growth upgraded to 6.6% in 2016 and 6.4% in 2017, as
policy support eases growth moderation

o India growth maintained at 7.4% in 2016 and 7.8% in 2017,
along with steady progress in reforms

v Commodity prices picking up, yet inflation remains
subdued

v Shortterm risks to the outlook tilted to the down side
v Asia faces longerm challenges forsustained growth

om




Developing Asia’s growth is steady
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Despite the softer external environment

2016 growth 2017 growth
forecast (%) forecast (%)
2015
G Update s Update
2016 | -PY%€| 2016 | P
1.8 1.4 1.9 1.8

Major industrialeconomies

United States 2.6 2.3 1.5 2.5 2.4
Euro area 1.6 1.5 1.5 1.6 1.4
Japan 0.6 0.6 0.6 0.5 0.8
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Domestic demand is holding up

Demandside contributions to growth, H1 2016
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Divergent growth prospects across countries
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South Asia 1 East Asia 56 1
Bangladesh 6.6 71 A 69 1 China, Peo 69 6.6 A 6.4 A
India 76 74 | 7.8 1 Korea, Rep. of 26 26 1 28 1
Pakistan 40 47 A 5.2 A Taipei,China 06 09 V 15 V
SoutheastAsia 44 45 . 46 V Central Asia 30 15 V 26 V
Indonesia 48 50 V 51 V Azerbaijan 1.1 25 V¥V 1.0 1
Malaysia 50 41 V 44 1 Kazakhstan 12 01 V 10 .
Philippines 59 64 A 62 A
Thailand 28 32 A 35 1 ThePacific 72 27 V 35 A
Viet Nam 67 60 V 6.3 V Fiji 40 24 V 45 .
Papua New Guinea 99 22 V 30 A

f = forecast,T = retained forecasts in MarchkDQ A = upgrad® = downgrade
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PR(’s growth exceeds expectations

GDP growth Selected indicators
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Reform supporting India’s solid expansion
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Announced greenfield FDI projects
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Global commodity prices picking up

Price of Brent crude oil

$/ barrel
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But Asia’s mflation largely subdued

I 0
£ g Inflation (%)

26 2.9

2011 2012 2013 2014 2015 2016f 2017f

f: forecast
5 YEARS M 10




Short-term risks are tilted to the downside

1. Fragile external environment
i Weak demand from the US, euro area, and Japan

2. Advanced economi es0O0 mon
0 Capital flow disruption; complicating macro management

3. Growing protectionism
U Further 1T mpacting the regionos

4. Risingprivate debt

0 Requiring close monitoring to prevent systemic risks

5. Natural disasters
0 Increasing vulnerability in view of global climate change
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Long-term challenges for sustamed growth

1. Innovation and upgrading

2. Closing the infrastructure gap

3. Investing In human capital

4. Addressing rising income inequality
5. Moving toward lowcarbon growth

6. Population aging
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[nnovation and upgrading

Research and development expenditure (% of GDP)
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(losing the infrastructure gap

Rural access to electricity

; Mobile cellular subscriptions and
(%of rural population)

internet users (per 100 persons)
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Large gaps in infrastructure remain
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